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Metropolitan King County Council
Committee of the Whole

STAFF REPORT

	Agenda Item:
	5
	Name:
	Olivia Brey

	Proposed No.:
	2026-0068
	Date:
	May 26, 2026



SUBJECT

Proposed Motion 2026-0068 would acknowledge receipt of the first of four semiannual reports on the status of activities related to contact management and compliance reporting protocols, as required by the 2026-2027 Biennial Budget.

SUMMARY

In response to a 2026-2027 Biennial Budget proviso, the Executive has transmitted Proposed Motion 2026-0068 that acknowledges receipt of the first semiannual report on the status of activities related to contact management and compliance reporting protocols by the Department of Community and Human Services (DCHS).

The proviso report includes a summary of activities resulting from the recommendations from the Auditor's Office or Ordinance 19978, an update on 2025 compliance monitoring visits and risk assessments, and an update on monitoring contract agencies' time spent on contract compliance activities and evaluating the effectiveness and efficiency of contract processes. The report notes that because the Service Provider Capacity and Fiscal Partnership Program was not funded in the 2026-2027 Biennial Budget, DCHS has not implemented this program

The proviso response appears to be responsive to the requirements of the proviso. Passage of the proposed motion would satisfy the first of four proviso requirements and would release $50,000 in the DCHS Administration budget to be expended or encumbered.

BACKGROUND 

2025 DCHS Contract Audit. As part of the 2025 King County Auditor's Office Work Program,[footnoteRef:1] the Auditor's Office released a report on August 26, 2025,[footnoteRef:2] after reviewing a sample of contracts from four DCHS programs related to juvenile diversion. The Auditor's Office found that DCHS lacks documented policies and procedures, training, and checklists for validating invoices, which has reduced consistency in financial oversight and increased financial risk. The report made 10 recommendations to help DCHS strengthen financial stewardship and improve internal controls, including documenting standard procedures; developing and implementing new strategies and policies for financial oversight; finding efficiencies in oversight with Public Health – Seattle & King County; developing anti-fraud training; and improving communications and support for grantees. [1:  King County - File #: 2024-0395]  [2:  Department of Community and Human Services Needs to Strengthen Financial Stewardship, King County Auditor's Office https://cdn.kingcounty.gov/-/media/king-county/independent/governance-and-leadership/government-oversight/auditors-office/reports/audits/2025/dchs-contracts/dchs-contracts-2025.pdf?rev=de1da047b6c94b9d9ac69aebf3b4de4f&hash=A3D1D5746BFA9C7911E02029536AA559 ] 


Ordinance 19978. In October 2025, the King County Council adopted Ordinance 19978,[footnoteRef:3] which codified directives for DCHS to develop and implement best practices for contract management, compliance monitoring, and supportive contracting partnerships. The ordinance also codified a training requirement for multi-year contract agencies receiving over $50,000 per biennium.  [3:  Ordinance 19978, King County - File #: 2025-0266] 


Reporting requests for DCHS and the Auditor's Office were also included in the ordinance. Transmittal of the reports is noted in subsection C of the Analysis section of this staff report.

2026-2027 Biennial Budget. The 2026-2027 Biennial Budget[footnoteRef:4] included a proviso (Ordinance 20023, Section 60, Proviso P1) that withheld $200,000 from the Community and Human Services Administration budget: [4:  Ordinance 20023, King County - File #: 2025-0288] 


Of this appropriation, $200,000 shall not be expended or encumbered until the executive transmits semiannual reports describing the status of activities required by Ordinance 19978 related to contract management and compliance monitoring protocols and motions that should acknowledge receipt of the report, and motions acknowledging receipt of the report are passed by the council.  The motions should reference the subject matter, the proviso's ordinance, ordinance section, and proviso number in both the title and body of the motion. The reports shall include, but not be limited to:

A.  A summary of the activities initiated consequent to any recommendations from the King County auditor's office in the reporting period;

B.  A summary of the services provider capacity and fiscal partnership program activities supporting technical assistance and capacity building; and

C.  A summary of activities initiated consequent to the requirements defined by Ordinance 19978, including the financial management and best practices training requirements as described in Ordinance 19978, Section 1.A.2.d.

Moneys shall be unencumbered in $50,000 increments upon receipt of each quarterly report filed by the executive to the clerk of the council.
The executive should electronically file the first semiannual report and a motion required by this proviso by March 31, 2026, with the clerk of the council, who shall retain an electronic copy and provide an electronic copy to all councilmembers, the council chief of staff, and the lead staff for the committee of the whole or its successor.

The executive should electronically file the next two semiannual reports required by this proviso by the first working day after the end of each half-year, with the clerk of the council council, who shall retain an electronic copy and provide an electronic copy to all councilmembers, the council chief of staff and the lead staff for committee of the whole or its successor.

The executive should electronically file the final semiannual report required by this proviso by September 30, 2027, with the clerk of the council, who shall retain an electronic copy and provide an electronic copy to all councilmembers, the council chief of staff, and the lead staff for the committee of the whole or its successor.

ANALYSIS

Proposed Motion 2026-0068 was transmitted in response to Proviso P1, Section 60 in the 2026-2027 Biennial Budget and would acknowledge receipt of DCHS' first semiannual report on the status of activities related to contact management and compliance reporting protocols. Passage of the proposed motion would satisfy the first of four proviso requirements and would release $50,000 in the DCHS Administration budget to be expended or encumbered.

The report includes the following elements:
· A summary of the activities initiated consequent to any recommendations from the Auditor's Office and Ordinance 19978 requirements, including Financial Management and Best Practices Training;
· A summary of the services provider capacity and fiscal partnership program activities supporting technical assistance and capacity building;
· 2025 compliance monitoring visits and risk assessments; and
· An update on monitoring contract agencies' time spent on contract compliance activities and evaluating the effectiveness and efficiency of contract processes and requirements

A. A summary of the activities initiated consequent to any recommendations from the King County Auditor's Office in the reporting period. The report outlines activities that DCHS has completed since before the Auditor's Office report was published through March 31, 2026, to strengthen its fiscal and compliance oversight policies and procedures. A summary of the activites that appear to have been completed during the reporting period[footnoteRef:5] for each recommendation are documented below.  [5:  The initial reporting period was not defined, so for the purposes of this staff report, it is assumed start subsequent to the last update, provided in the November 21, 2025 transmittal letter for the Status Update Letter Responding to Auditor Recommendations and Available Plans for Improvements to Contract Management and Compliance Monitoring Activities, 2025-RPT0147] 


Activities related to Recommendation 1 "Develop, document, and implement a strategy to strengthen internal controls for financial management that includes, at a minimum, 1) a clear vision of how financial stewardship relates to program goals, and 2) the role of compliance, fiscal, and program staff in supporting fiscal stewardship."
· An external consultant completed a current state assessment and gap analysis.
· DCHS held the first of three, half-day work sessions in January 2026 to develop a vision to strengthen DCHS infrastructure, improve internal controls, and ensure accountability to fiscal and program goals. 
· DCHS is finalizing a document reflecting the vision and ensure recommendations are incorporated. 
· DCHS has initiated a recruitment process for a new senior leader to lead activities to strengthen internal and external compliance and controls. 
· DCHS is developing job aids that create stronger role clarity for key positions within the department. It will further specify responsibilities for program managers, contract managers, and fiscal and compliance staff in supporting fiscal stewardship. 
· DCHS updated multiple policies and procedures related to financial management and compliance.
· DCHS has developed a three-part financial stewardship training series for providers, covering contracting financial management, and fiscal compliance

Activities related to Recommendation 2, “Work with Public Health – Seattle & King County to develop, document, and implement a plan to identify opportunities for efficiencies in the financial oversight of organizations funded by both departments.”
· The cross-departmental DCHS and Public Health - Seattle & King County (PHSKC) workgroup is developing additional metrics to track coordinated and leveraged monitoring visits.
· The workgroup has established a short-term goal of synchronizing upcoming site visits and strategies, including documenting areas of common and different approaches and recommending solutions to achieve consistency. 
· The cross-departmental team has developed a tracking tool that has identified providers that have contracts that overlap both DCHS and PHSKC to help both agencies focus on which providers require synchronized site visits and risk assessment review and elevates any urgent issues that may exist in provider oversight.    
· The cross-departmental team has established monthly meetings to share a 60-day fiscal monitoring schedule to coordinate a more efficient fiscal monitoring plan for agencies with contracts in both departments. 
· DCHS is currently developing a documented joint implementation strategy.

Activities related to Recommendation 3, “Develop, document, and implement a plan to offer ongoing anti-fraud training for all staff. At a minimum, this training should include information on the impact of fraud, why people commit fraud, how to identify it, and how to report it.”
· DCHS developed anti-fraud training for department staff. 
· DCHS has developed an anti-fraud training plan, which outlines ongoing training requirements for current staff, the process and training requirements for new staff, and training completion tracking activities.  

Activities related to Recommendation 4, “Conduct and document the results of a risk assessment of its hybrid payment model that specifies how its response appropriately mitigates the risks of fraud and improper payments.”
· DCHS completed a risk assessment of its hybrid payment model in December 2025. This included analysis of additional approval steps for new hybrid contracts and conducting a detailed review of payment process and reconciliation timing. 
· DCHS finalized its strategies for mitigating risk based on the assessment on January 29, 2026, by introducing a centralized process to review, approve, and track hybrid payment model utilization and oversight and establishing reconciliation standards.

Activities related to Recommendation 5, “The Department of Community and Human Services should develop, document, and implement a plan to monitor the effectiveness of the Best Starts for Kids capacity-building program in improving the financial capacity of grantees and use monitoring results to inform Recommendation 6.”
· A full evaluation of the Best Starts for Kids (BSK) Technical Assistance and Capacity Building (TACB) strategy was under way before the KCAO made this recommendation. Staff and evaluators have adjusted the original evaluation plan to more explicitly address Recommendation 5.
· To strengthen the evaluation’s assessment of financial capacity outcomes, the evaluation team added several new questions to the survey that goes to each TACB recipient every six months.  

Activities related to Recommendation 6, “Develop, document, and implement a plan for effectively communicating to grantees their role in financial stewardship and how they are supported and held accountable to that role.”
· DCHS developed the following three online financial stewardship training courses and made them available on its website in March 2026 for its contracted providers to access: DCHS Contracting Overview Training, Financial Management and Best Practices Training, and DCHS Fiscal Contract Compliance Training
· All DCHS contracted providers can access these courses on a new training website that the department developed to support the training implementation and centralize access to additional resources.  The training website includes information on how to do business with DCHS and technical assistance and capacity building resources. 
· DCHS will require the Financial Management and Best Practices training for multi-year contract agencies beginning April 1, 2026, ahead of the timeline called for by Ordinance 19978. 
· DCHS’ standard contract terms and conditions have been updated to include this requirement, and contract agencies that are required to complete the training must submit a training completion attestation form to DCHS to document that they have finished it.  
· DCHS communicated the financial stewardship training courses, including the required Financial Management and Best Practices training, to DCHS contracted providers and regional human service coalitions through email communication in March, published a blog post, and has published information about the trainings on its new training website. DCHS has also added the requirement to its contract templates, developed internal workflows to operationalize the requirement, and trained DCHS staff on the new contracted provider Financial Management and Best Practices training requirement.

Activities related to Recommendation 7, “Enforce contract requirements related to subcontractors by ensuring, at a minimum, that 1) it has issued written approval for all subcontractors, 2) subcontracts contain language required by contract, and 3) it takes action to correct any improper payments that may have occurred related to unapproved subcontracts.”
· A cross-divisional staff working group in DCHS developed a Subcontract Review and Management Procedure and related job aids in the fourth quarter of 2025 and finalized the materials on January 23, 2026.
· DCHS staff and supervisors involved in contract management received training on the procedures and job expectations by the end of February 2026 and are expected to adhere to them for any subcontract that a contractor requests on or after March 1, 2026. 
· In February 2026, DCHS sent a broad communication to all DCHS contractors explaining the new subcontract request and review process, and created a website to provide information to support contractors to comply

Activities related to Recommendation 8, “Develop, document, and implement clear and consistent policies and procedures for: 
1. invoice validation including, at a minimum, a) guidance on allowable and reasonable costs and b) staff duties to request and review supporting documents for high-risk costs, like subcontracts, stipends, and prepaid cards 
2. contract amendments
3. stipend payments 
4. prepaid card logs 
5. when contract payments exceed actual expenditures 
6. contract termination
7. funding eligibility of for-profit businesses as both grantees and subcontractors on community grants 
8. documentation management including, at a minimum, the appropriate system(s) for collecting and storing documentation that is used to validate invoices and comply with contract terms.”
· Cross-divisional subject matter experts in DCHS collaborated to develop all eight of the recommended policies and procedures required in KCAO Recommendation 8.  DCHS leadership approved all eight of the policies and procedures in Recommendation 8.
· Training, conducted by the Contract Management Learning and Development Manager, has been provided for staff and supervisors involved in procurements and contract management on all eight policies and procedures in Recommendation 8

Activities related to Recommendation 9, “Develop, document, and implement checklists that help ensure staff adhere to all policies and procedures established in Recommendation 8.”
· DCHS hired a Contract Management Learning and Development Manager in January 2026. This dedicated staff person has worked with cross-divisional staff to develop checklists, policies, procedures, and other job aids to support the implementation of the policies and procedures outlined in Recommendation 8.

Activities related to Recommendation 10, “Develop, document, and implement a comprehensive staff training plan that covers policies, procedures, and checklists from Recommendations 8 and 9.”
· DCHS’s Contract Management Learning and Development Manager has developed and delivered multiple staff training courses on the policies and procedures outlined in Recommendation 8. This staff has scheduled regular drop-in help sessions for staff already trained on the policies and procedures outlined in Recommendation 8. 
· The staff person is also developing a more comprehensive set of contract management-related policies, procedures, and job aids, beyond what is outlined in KCAO Recommendation 8, to further support Contract Managers in their roles.

Additional details including the upcoming activities and completion dates for many recommendations is included in the report. The report notes that many improvements can be made with existing resources; however, certain initiatives will require additional resources and capacity, which may be advanced in supplemental budget requests.

B. A summary of the services provider capacity and fiscal partnership program activities supporting technical assistance and capacity building. The report notes that because the Service Provider Capacity and Fiscal Parnership Program (PCFPP) wasn't funded in the 2026-2027 Biennial Budget, DCHS has not implemented this program. Executive staff noted that resources were not requested in the first 2026-2027 omnibus because DCHS is focused on hiring staff approved in the 2026-2027 Biennial Budget, determining role clarity, and implementing department changes, including standardizing roles and processes with existing staff.

The report also notes that technical assistance and capacity building programs are included in BSK and Veterans, Seniors, and Human Services Levy (VSHSL) operations and are available to contract agencies who are funded by or responding to BSK or VSHSL procurments. Additionally, other programs including a Developmental Disabilities and Early Childhood Learning Supports Divison capacity building program and a Grant Application and Capacity Building program were previously administered, but were discontinued due to funding restrictions. 

C. A summary of activities initiated consequent to the requirements defined by Ordinance 19978, including the financial management and best practices training requirements as described in Ordinance 19978, Section 1.A.2.d. The summary of activities in response to Ordinance 19978 were focused on Section 5.A.1. of the ordinance, which requires DCHS to provide an annual report on several metrics. DCHS responded to the annual reporting requirements within this report. 

The remaining sections of Ordinance 19978 were either inherently included in the summary of the activities in response to the King County Auditor's Office recommendations or the reporting functions were fulfilled, as documented in Table 1.

Table 1. Status Update of Added Requirements in Ordinance 19978

	Section
	Subsection
	Summary of Requirement
	Update

	Section 1

	
	A.2.a
	Develop, document, implement, and adhere to best practices regarding contract management and compliance monitoring.
	Summary provided in section A of staff report

	
	A.2.b
	Establish protocols and procedures for monitoring multi-year contract agencies time spent on compliance activities and evaluate effectiveness of contract processes.
	Summary provided in subsection Time Spent on Contract Agencies' Compliance Activities and Evaluating Effectiveness and Efficiency, below

	
	A.2.c
	Annual perform risk assessment of multi-year contract agencies and complete site visit once every three years.
	Summary provided in subsection Multi-year Contract Agencies Receiving Site Visit, below

	
	A.2.d
	Require Financial Management and Best Practices Training for multi-year contract agencies with over $50,000 in county moneys.
	As discussed in Recommendation 6, DCHS developed the training, and will require the training for multi-year contract agencies beginning April 1, 2026.


	Section 2

	
	N/A
	Briefing to Committee of the Whole on the status of DCHS contract management and compliance
	Committee of the Whole Briefing, April 28, 2026, Briefing 2026-B0059

	Section 3

	
	A. 1
	Report to Council on a service provider capacity and fiscal partnership program feasibility analysis
	Transmitted: Service Provider Capacity and Fiscal Partnership Program Feasibility Analysis Report, 2025-RPT0124

	
	A.2
	Report to Council on the feasibility of implementing auditor recommendations and proposed amendment concepts
	Transmitted: Report on Feasibility of Implementing Auditor Recommendations and Proposed Amendment Concepts, 2025-RPT0125

	
	A.3
	Report to Council on a public dashboard with contract outcomes feasibility analysis
	Transmitted: Public Dashboard with Contract Outcomes Feasibility Analysis Report, 2025-RPT0123

	Section 4

	
	N/A
	Letter to Council on the status of the Auditor's recommendation and implementation plans
	Transmitted: Status Update Letter Responding to Auditor Recommendations and Available Plans for Improvements to Contract Management and Compliance Monitoring Activities, 2025-RPT0147

	Section 5

	
	A.1.a
	Annual report on % multi-year contract agencies that received site visit
	Summary provided in subsection Multi-year Contract Agencies Receiving Site Visit, below

	
	A.1.b
	Annual update on DCHS' contract management and compliance monitoring activities
	Summary provided in section A of staff report

	
	A.1.c
	Annual summary on monitoring multi-year contract agencies time spent on compliance activities and evaluate effectiveness of contract processes
	Summary provided in subsection Time Spent on Contract Agencies' Compliance Activities and Evaluating Effectiveness and Efficiency, below

	
	B
	Notify the Council of credible evidence of contractor agency fraud, waste, or abuse
	Nothing transmitted to date

	Section 6

	
	N/A
	Report to Council by the Auditor's Office and King County Ombuds on feasibility of inspector general position, qui tam program, and independent contract review process
	Transmitted: Building Toward Effective Fraud Risk
Management and Response, 2026-RPT0023




Multi-year Contract Agencies Receiving Site Visit. Ordinance 19978, Section 5.A.1.a. calls for an annual update on the percentage of DCHS' multi-year contract agencies that received an in-person site visit from the department during the previous year.

The report notes that DCHS'  interpretation of the site visit requirement in Ordinance 19978, Section 1.A.2.c. is inclusive a Contract Compliance Monitoring Policy, implemented in July 2025.[footnoteRef:6] The policy requires all department contractors that deliver human services or community-based programs directly to residents using DCHS-administered funding, including subrecipients, to receive either an in-person or remote monitoring visit covering programmatic and fiscal contract compliance at least once every three years. In comparison with the requirements of Ordinance 19978, the department considers an agency to be a multi-year contract agency in a particular year when the agency has at least one contract with DCHS’ standard terms and conditions that was active on or before the first day of that year that has at least 18 months left in its contract term as of the first day of that year. Not all contractors that align with the Contract Compliance Monitoring Policy are multi-year contract agencies. The number of risk or readiness assessments and site visits for both defnitions of agencies are shown in Table 2. [6:  DCHS Contract Compliance Monitoring Policy, https://cdn.kingcounty.gov/-/media/king-county/depts/dchs/contracts/contract-requirements/dchs-contract-compliance-monitoring-policy.pdf?rev=b3ad858210cf42c7b92aeb48fda22c8d&hash=CF67D08936C88EFEA7894E48FCAC3619 ] 


Table 2. 2025 Site Visits

	Type
	2025 Total Agencies
	Risk or Readiness Assessments
	Fiscal Monitoring Site visits
	Programmatic Site Visits

	Count of Agencies Using Multi-year Contract Definition
	248
	171

69% of total
	36

15% of total
	63

25% of total

	Count of Agencies Using Contract Compliance Monitoring Policy Definition
	358
	498 
(405 unique agencies)
100% of total
	79


22% of total
	208 
(129 unique agencies)
58% of total



The report notes that, as discussed in the October 2025 Report on Feasibility of Implementing Auditor Recommendations and Proposed Amendment Concepts, implementing a requirement for DCHS to conduct in-person site visits at least every three years will significantly increase workloads for monitoring staff, and additional funding for staffing resources would be needed to meet this threshold. DCHS intends to use the risk assessment process called for by Ordinance 19978 to determine which organizations most need in-person monitoring and which allow for virtual monitoring, until sufficient resources are identified.

Time Spent on Contract Agencies' Compliance Activities and Evaluating Effectiveness and Efficiency. Ordinance 19978, Section 5.A.1.c calls for annual data for the prior year on time spent monitoring contract agencies' contract compliance activities and evaluating the effectiveness and efficiency of contract processes and requirements. The report notes that DCHS intends to integrate questions into existing feedback mechanisms and use direct feedback to determine the impact on its updated processes and monitoring activities. According to the report, DCHS anticipates having collected sufficient data to report to Council on the impact of updated processes and monitoring activity beginning with the March 31, 2027, report.  

Responsiveness of Report to Proviso Requirements. The report appears to meet all requirements outlined in Ordinance 20023, Section 60, Proviso P1.
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